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finance that could properly be described as international or world-embracing.
Even now the records that are essential to a thorough knowledge of the subject are obscure or unavailable in many countries, and the differences of language, currencies, weights, and measures are so numerous that accurate and intelligent comparisons of prices are exceedingly difficult.
It is therefore manifest that a precise determination of what is called the decreased purchasing power of money is impossible, but in what has come to be known as the "index number" we have the first scientific effort that has been made toward this end, and as such it is worthy of the careful study of those who look forward to the time when wages and prices shall be intelligently regulated in conformity with economic law and the costs and wastes of strikes and deceptive bargaining shall be avoided.
The index number is the sum or average of the prices of the commodities that are essential to civilized existence, To be of indicial value the prices of which it is representative must be marshaled on successive dates, and a comparison between the total or average of the figures thus obtained will show the average percentages of advance or decline in the prices of the commodities included during the period under consideration.
Inasmuch, however, as the wants of civilized man include a great many different things which are consumed in different proportions, it will readily be seen that an index number to be accurately reflective of the cost of living must be not only an average of the prices of a large number of articles, but a "weighted" average, in the computation of which the price of each article or group of articles is multiplied by a factor which about equals the ratio that the consumption of the article or group bears to the total normal consumption.
Thus the index number compiled by R. G. Dun & Co. and known as "Dun's Number" is used in this discussion because it includes the prices of some three hundred products, so arranged that foods count for about fifty per cent of the total, textiles for eighteen per cent, minerals for sixteen per cent, and other commodities for sixteen per cent. While this division is of course arbitrary, it is probably an approximation to the fact, and the number of commodities included is certainly larger than the number used in the composition of any other index number of which I have knowledge. Among the other authorities pub-